COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:
APPLICATION OF NOLIN RURAL ELECTRIC

)
COOPERATIVE CORPORATION CONCERNING ) CASE NO. 94-402
EXISTING RATES )

O R D E R

On Decembar 7, 1994, Nolin Rural Electric Cooperative
Corporation ("Nolin RECC") applied for authority to retain revenues
regulting from a reduction in its wholesale pocwer costs and for
release from ita obligation to rotate capital credits to its
memberg for all total margine in excess of a 1.5 Times Interest
Earnings Ratio ("TIER").?

Nolin RECC is a consumer-owned rural electric cooperative
organized pursuant to KRS Chapter 279 and engaged in the
distribution and sale of electric energy to approximately 22,766
customers in Breckinridge, Grayson, Green, Hardin, Hart, LaRue,
Meade and Taylor counties.

On November 21, 1994, Nolin RECC’'s wholesale power supplier,
Eagt Kentucky Power Cooperative ("EKPC"), applied to the Commimgion
for authority to adjust its basic rates to its member distribution
cooperatives to reduce its annual revenues by approximately $28

million. The Commission subsequently ordered EXPC to adjust its

i See Case No. 90-064, The Notice of Nolin Rural Electric
Cooperative Corporation’s Revision to ite Electric Tariffs
{Oct. 31, 1990).



rates to reduce its annual revenues by $33,493,530.7 As a result
of these actions, Nolin RECC's purchased power coats will be
reduced by approximately $2.3 million.

The Attorney General intervened in this proceeding, but
aubsequeantly withdrew. A hearing was scheduled in this matter for
August 18, 1995. Negotiations between Commiasion Staff and Neolin
RECC were conducted prior to the scheduled hearing. As a result of
these negotiations, a Settlement Agreement was executed and
submitted to the Commission for its approval.

Under the terms of thie agreement, Nolin RECC will retain the
full amount of the reduction in EKPC’s wholesale rates. Its rates
for retail service will be unaffected. Nolin RECC has agreed not
to apply for any general rate adjustment for a period of one year
and to continue to use all total marginse in excess of a 1.5 TIER to
rotate capital credits to its patrons. Nolin RECC has further
agreed to contain its operating costs and to report to the
Commission annually on its capital credit retirement efforts.

After careful review of the Settlement Agrasement, the
Commigsion finds that the Settlement Agreement’s terms are
reasonable. The Commission further finds that the Settlement
Agreement is in the public interest and should be accepted,

IT 18 THEREFORE ORDERED that:

1. The Settlement Agreement, appended hereto, is

incorporated in this Order as if fully set forth herein.

2 Case No. 94-336, Application of East Kentucky Power
Cooperative, Inc. to Adjust Electric Rates (July 25, 1995).
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2. The terms and conditions set forth in the Settlement
Agreement are adopted and approved.

3. Nolin RECC shall file new tariffs reflecting the
provigions of this Order within 30 days of the date of this Order.

Done at Frankfort, Kentucky, this 7th day of August, 1995,

PUBLIC SERVICE COMMISSION

ATTEST:

D M,

Executilve Director




APPENDIX
APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE
COMMISSION IN CASE NO, 94-402 DATED AUGUST 7, 1995,
COMMONWEALTH CF KENTUCKY

RECEIVEr
BEFORE THE PUBLIC SERVICE COMMISSION
JUL 101885
In the Matter of, PUBLIC SERVICE,
COMMISSION
APPLICATION OF NOLIN RURAL ELECTRIC )

COOPERATIVE CORPORATION CONCERNING ) CASE NO. 54-402
EXISTING RATES )

SETTLEMENT AGREEMENT

THIS AGREEMENT ia made and antered this é;Eﬁaay of July, 1595,
by and batween the STAFF OF THE PUBLIC SERVICE COMMISSION OF
KENTUCKY ("Commission Staff") and NOLIN RURAL ELECTRIC COOPERATIVE
CORPORATION, INC. ("Neolin REQC").

WITNESSETH:

THAT, WHEREAS, on Novembar 21, 1994, East Kantucky Powar
Cocperativa ("EKPC") applied to the Public Service Commiassion in
Case No. $4-326 for authority to adjust ite basic rates to ita
member diatribution cooperatives to reduce ita annual revenuea by
approximately 828 million;

WHEREAS, Nolin RECC ia a member cooperative of EXPC,

WHEREAS, EKPC's action would raduce Nolin RECC’s purchase
power costs approximately $1,934,001,

WHEREAS, EKPC subsequently agread to ugditionnl adjustments
to its test pariod opsrations which will reduce its basic rates
by a total of $33,2 million;

WHEREAS, Nolin RECC’s purchasa power costs would be reduced
by approximately 92,299,544 as a rasult of EKPC’s amended
application,



WHEREAS, on Dacembar 7, 1994, Nolin RECC applied to the
Public Service Commimesion for authority to raetain in ful)l RKPC'a
reduction in wholesale power rates and for releasa from itas
obligation under the Public Service Commission’s Order of October
31, 1990 in Came No. 90-064 to xotate capital credits to its
memborg for all total margina in axceams of a 1.5 Times Interect
Earnings Ratioc (“TIER");

WHEREAS, the Attorney Ganaral intervened in this proceeding,
but subsquently withdraw from it;

WHEREARE, no other person has intervened as a party to this
procesding; and

WHEREAS, Nolin RECC and Commimsion B8taff have dlscussed
Nolin RECC’s applicaticn and reached agreement on all outstanding
ispsues rmiged by it.

NOW, THEREFORE, be it resolved that:

1. Nolin RECC and Commission Staff mutually agras that all
ocutatanding issues raised in this proceading shall be resolved by
this Settlement Agresment.

4. Upon written acoceptance of this Settlement Agreement by
the Public Service Commission, Nolin RECC shall be authorized to
retain all of EXFC’a ﬁropolud raduction in purchase power coets,
or approximataly 53,299, 544.

3. Bhould the Public Service Commiseion order raductions
in EXPC’'e rates which are groater than those to which EKPC haw
proponed (including those to which it agreed in its brief in Casas
No. 94-336), Nolin RECC shall reduce its current rates to raflect
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the difference batween the raduction which the Public Ssrvice
Commimspion ordered and that which EXPC has agread. If tha
reduction which the Public Service Commission orders doas not
axceeed 107 percent of EKPFC's proposed raduction, howaver, then
Nolin RECC shall not be raquired to reduce its ratas.

4. Within 20 days of the Public Service Commismion’s f£inal
Oxdax in Came No. 94-336, Nolin RECC ghall file tariff sheets
reflacting any rate adjustment which Paragraph 3 of this
Settlament Agresment may xequire. Nolin RECC shall submit with
thege tariff sheets all calculations and workpapers which ware
ugsed to detarmine the naw rates.

5. For as long as this Settlement Agraaemant ig in =ffect
and Nolin RECC'y revenue ragquirements are determined heraunder,
Nolin RECC agrees to uge all total margins in excess of a 1.5
TIER to rotate capital credits to its patrons. For purposes of
determining total marging, Generating and Transmigsion margins
shall be axcluded.

6. For purposes of datermining Nolin RECC’'s earnings and
nazrgine, refarance will be mada to Nolin RECC’ms Annual Reports on
file with the Public Service Commission with adjustments to
eliminate any cost that is not normally alqucd by the Public
Service Commission for rate-making purposes. TIER shall be
calculated by excluding Generating and Transmission Capital
Credits., Dapreciation expense shall he calculated using the
depraciantion rates which Nolin RECC proposed in its application,

exclusive of the component of those ratas which is intended to



racc&ar the depraciacion reserva deficiency which Nolin RECC's
moat recent depraciation atudy raeportad.

7. When regquirad by this Settlement Agrsement to rotate
its capital oredits, Nolin RECC ghall make payment of thase
capital credica to itm patrons within 129 dayas of the close of
the calendar year in which its total margine exceeded a 1.5 TIER
unleass rellaef i scught puxpuant to tha provisicn of paragraph 14
of thie Settleoment Agresment within 60 days of the close of the
calendar year,

8. In addition te any othar reports raquived by thie
Settlement Agraemant, Nolin RECC shall, no later than April 30 of
each ' year, submit a written roport to the Public Service
Commigaion on the status of its patronage capital oredit
rotation.

9. For as long ag this BSettlemant Agresment i1g in effect
and Nolin RECC’s ravenus requiremants ars detarmined hersunder,
Nolin RECC acknowladges that it will be psubject to financial
monitoring by Commission Staff, To facilitate that monitoring,
Nolin RECC agreas to provide, upon ressonable notice, any
financial statemesntcs necassary to assura Commissien Staff cthat
refunds of Capital Credits are being administerad in good faith
in accordance with this Settlemeant Agreementi

10. Nolin shall not make application to the Public Service
Commimmion for a genaral adjustment of ita racas for a pesriod of
one year from the day on which the Public Service Commission

approves this Settlement Agreemant.



11. 'Nolin RECC shall withdraw ita pending application for
rate adjustnent which has been docketed as Case No. 95-089.

12. In ita next application for a general adjustment of
¥atea, Nolin RECC shall submit with ita application a new
dapraciaticon study, Nolin RECC shall ratain additiconal data at
plant acasunt lavel on ita utility plant for use in that study.

1). Nolin RECC racognizes and acknowledges its obligation
to operata ltm system at tha lowest posaible cost coneistent with
the furniahing of adeguate, efficient, and reasonable alectric
sexrvice, Nolin RECC agreea to take all reaacnable steps
necessary to comply with this cbligation.

14, Nolin RECC may apply to the Public Service Commission
Yor ralief from its nforamanticned obligations to retira capital
cradits whan, due o circumstances baycnd Nolin RECC'e contrel,
the Rural Electrification Administration or the National Rural
Utilities Cooporative Finance Corporation has suspended or
discontinued advancing loan funda to Nolin RECC,

15, Nelin RECC will proceed with all diligent apeed to
obtain all requisite approvals from its creditors and othex
peracns necessary to implament the provisicns of this Settlement
Agreemant.

16, Thio Settlement Agreesment im asubjagt to the accep~ance
cf and approval by the Public Service Commigsion.

17. If the Public Service Commission fails to accept and
approve this Settlement Agreement in its entiraty, thie
procaeding shell go forward and neither the terxms of ch%n
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Settlament Agreausnt noYr any mattors raised during settlament
nagotiations shall bae binding on aeither signatery.

18. If the Public Bervice Commisaion accepts and adopta
thiw Zattlemont Agreement in ite entirety and entars an ordar in
thisa proceeding to that affect, Nolin RECC shall not apply for
rehearing in thias procseding nor bring an action for review of
that order.

19, Nothing contained in this Agreement shall prevent Nolin
RECC from daveloping and presenting a naw equity management plan
to the Public Service Commiasion for ito roviaw and approval.

The signatorias recognisze, howavar, that guch plan will not
affact the Yates established by this Agreemant and that any
changes in Nolin RECC’'s vateas required by such equity management
plan can only be obtained through a general rate adjustmant
proceeding.

20. Until Nolin RECC presenta a new sqguity management plan
to the Public Sorvica Commiseion for its reviaw and approval,
Nelin RECC shall continue to follow the torms of the aquity
managament plan which it enactad to comply with the terma of the
Octobar 11, 19950 Settlement Agrecment in Cass No. 90-064.

2l. Upon its approval by the Public Service commiuaion;
this Gettlament Agreement shall supercede and replace the Octcbar
11, 1990 Settlamant Agresment in Case No. 90-064,

23, Nothing contained in this Settlemsnt Agreemsnt relieves
Nolin RECC of any obligationm under the October 11, 1990
Settlement Agreement which arise before the approval of this
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Sattlamant Agreament by I‘:ho Public Sexvica Cummission.

3. RNothing contained in thia agraament shall be construad
as ondorsing Noelin RECC’s application in Case No. 94-387 or
rasolving any issues ralated to that procseding. Thia agresment
may not be prasentad as evidence in that procesding.

AGREED TO aY:

NOLIN RURAL EﬁC’I‘RIC OOOPERRTIVE CORPORATICN
Data: 7 - é "'95

Title: gef MNeRAL  MANACESL

COMMISSION STAFF

M\—Q&— | Date: _7-7-9S
Title: ‘_‘% &ru%
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